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I. INTRODUCTION

This report presents Economic & Planning Systems’ (EPS) findings for the Housing and
Community Sustainability Nexus Study for Flagstaff, Arizona. EPS’ analysis and
findings are presented in five sections following this introduction and Executive
Sumimmary as follows:

*  Economic and Demographic Framework

= Resident and Second Homeowner Surveys
=  Housing Market Conditions’

= Housing Needs

» Conclusions and Housing Action Plan

BACKGROUND

Over the last six years, the City of Flagstaff has experienced a locally unprecedented
increase in housing costs. According to an analysis of Coconino County Assessor data,
the median home price rose from $165,000 in 2000 to $380,000 in 2006, an average
increase of 14.9 percent per year. Housing prices have appreciated faster than wages and
household income. Wages increased by an average of 4.2 percent per year from 2000 to
2006 and household income increased by 2.6 percent per year over the same time period.
As a result, the median home is now 11.8 times greater than the average wage and 8.4
times the median household income.

Flagstaff is the economic center of Coconino County and accounts for approximately 65
percent of total County employment. Although employment growth has been strong to
date, housing prices are impacting the ability of employers to attract and retain workers.
According to a survey of 97 Flagstaff employers conducted for this study, wages,
affordable housing, and job opportunities for “trailing spouses” are the three most
significant challenges for the area economy. The availability of affordable housing is
therefore a key component of economic as well as community sustainability. |

Defined in its broadest sense, a sustainable economic development policy also addresses
community development factors such as housing, education, and other community
facilities and amenities, as shown in Figure 1. Traditional location criteria, such as
transportation and utility costs, have diminished in importance in the global economy.
For many location neutral businesses, location decisions include broader, more
discretionary items such as the community’s cultural, recreational, and entertainment
opportunities; quality schools and affordable housing; and the appeal to a firm owner or
manager as a place to live.
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The City of Flagstaff has historically ranked high on a number of national rankings as an
attractive place to live. It is a university town in a mountain setting with a moderate
climate containing abundant recreation opportunities and above-average cultural and
entertainment options for a city its size. However, except for sole proprietorships, a
basic requirement of doing business is an available labor force. The City’s rapidly rising
housing costs are having an impact on one of its traditional competitive advantages.

Figure 1
Economic and Community Development Balance
Housing and Community Sustainability Nexus Study

Q)

Economic Community
Development Development
-Business Attraction -Education
-Retention / Expansion -Facilities / Infrastructure

-Labor Force -Housing
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PROJECT SCOPE

The Community Housing Policy Task Force (Task Force) was established to examine City
regulatory documents and processes that may impede the development of affordable
housing. One of its recommendations was for the City to undertake a study to quantify
the extent of the affordable housing problem. The purpose of this Housing and
Community Sustainability Nexus Study (Nexus Study} is therefore to identify and
quantify the impacts of housing affordability, wage rates, and second homes on the
community and to determine how these impacts can be addressed. The Nexus Study
also addresses interrelated economic development and community development issues
to provide the City with policy guidance to address the long term economic and social
sustainability of the City.

The Nexus Study includes an analysis of the existing economic and demographic
characteristics of the population, employment conditions and workforce characteristics,
and housing conditions and needs. Because housing and demographic data from the 2000
Census is out of date, a detailed and statistically reliable household survey was conducted
to quantify current housing conditions. A second survey of second homeowners was
conducted to determine their demographic characteristics and their level of contribution
to the local sales and property tax base. The housing and economic data are used to
quantify housing and employment needs and to recommend policies and programs to
mitigate these impacts. The report and analysis include the following major tasks:

» Stakeholder Interviews — EPS met with City staff and community representatives to
collect information on housing conditions, economic trends, and future growth. In
addition, EPS conducted confidential interviews with major employers, business
leaders, and local real estate professionals to provide additional insight and
perspective on project issues.

» Household and Employer Surveys - In conjunction with RRC Associates, EPS
conducted detailed and statistically reliable surveys of Flagstaff households and
second homeowners to quantify and update data on housing occupancy and
household economic and demographic characteristics. Local employers were also
surveyed regarding their workforce characteristics and employee needs.

* Economic Base — EPS documented employment and labor force trends including
jobs by industry sector, wages by sector, and unemployment rates. Prevailing wage
levels are linked to housing costs to identify workforce housing affordability gaps.
EPS also documented the economic base of Flagstaff and identified barriers to
continued economic growth and diversification.
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Second Homes — Based on survey data and an analysis of County Assessor records,
EPS quantified the significance of second homes as a segment of the overall housing
market and estimated the contributions of second homes to the economic base.

Housing Market Analysis — EPS analyzed recent housing market trends for the City
including primary and secondary data on housing production by type, home, and
land prices by type over time, along with rental market conditions.

Housing Needs - EPS forecasts the demand for housing in Flagstaff over the next 15
years for each market segment including local employees (local demand) and second
homes. Housing needed for local employees is estimated by income level.

Economic Development and Policy Recommendations and Housing Action Plan -
Based on the quantified housing needs, workforce housing development programs
and policy options are identified for consideration by the public and private sectors.
The implementation strategy outlines recommended roles and responsibilities to
carry out the proposed actions.
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DEFINITIONS

AFFORDABLE HOUSING

The Task Force defined “affordable community (workforce) housing” as decent safe
housing that does not cost-burden members of the local workforce including teachers,
bank tellers, nurses, construction workers, and police officers. Workforce housing was
defined by the Task Force as housing that is affordable to current residents or new
residents who earn up to 150 percent of Area Median Income (AMI} when they spend no
more than 35 percent of gross income on housing. This definition includes a wide
variety of employees at wage and income levels from entry-level retail and service
employees to managers and mid-level professionals, Since this definition of workforce
housing covers such a wide range of incomes and job types, two categories of workforce
are the focus of this study and are described below.

Ownership Workforce Housing - is entry-level for-sale housing provided for the
professional, skilled trade, and community workforce that are largely priced out of the
current market. These workers include entry to mid-level professionals and managers,
teachers, emergency personnel (e.g., fire, police, EMS), and health care workers. These
positions, and housing for these positions, are needed to maintain and expand the City's
economy by attracting new businesses and supporting the expansion of existing
businesses. Being able to attract and retain quality personnel in these positions is part of
maintaining and improving the community infrastructure and quality of life that is at
the core of being an economically competitive city.

The focus of housing programs for this segment is between 80 and 150 percent of AMI
based on current wages and household incomes. Eighty percent of AMI is generally the
lower end of entry-level ownership. Below the 80 percent AMI level, the subsidies
needed to provide ownership housing become cost prohibitive, and rental programs are
often more successful. In 2006, to be affordable to 80 to 150 percent AMI households,
workforce housing needs to be priced from $130,000 to $256,000 based on an average
household size of 2.5. In 2006, 20 percent of home sales were below $256,000 for all
housing types.

Rental Workforce Housing - is for-rent housing provided for lower-wage entry-level
retail and service employees that are priced out of market rate rental housing. Flagstaff
has a large number of these positions generated by the tourism industry, and its role as a
regional trade center for Northern Arizona. These positions include retail and
hospitality employees, some construction and maintenance employees, and laborers.
Nearly 40 percent of all renters in Flagstaff are cost burdened (paying more than 35
percent of income for housing), and 22 percent of renters in the 30 to 60 percent of AMI
income range are cost burdened.
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Households in the 60 to 80 percent AMI range represent 12 percent of all Flagstaff
households. Typically, these households fall in the gap between traditional subsidized
rental programs and being able to afford entry level ownership housing. In some
communities, market rate rental housing serves this segment of the market. Homebuyer
assistance programs can help to move them from renting to owning their home. Rental
housing is also a needed temporary housing solution for those relocating to Flagstaff.

INCOME DEFINITIONS

The U.S. Department of Housing and Urban Development (HUD) publishes AMI
definitions for counties and metropolitan areas. HUD income figures are used to
administer housing programs by providing standards for qualifying renters and owners
for housing programs. HUD income figures vary slightly from other income measures
used in this report, but are generally consistent.

The income definitions for the Flagstaff Metropolitan Area are shown in Table 1. The
AMI definitions are benchmarked from the median income for a family of four, which
was defined as $54,200 in 2006. (The median income is the income at which half of
households earn more and half earn less.) For purposes of estimating housing needs,
the HUD defined AMI for an average household size of 2.5 is estimated at $46,073.
These figures are close to the Census based average household size of 2.59 and the
household survey based median household income of $45,000 for Flagstaff.

Table 1
HUD 2006 Income Definitions by Household Size, Flagstaff Metropolitan Area
Housing and Community Sustainability Nexus Study

Household Size

Percent of AMI 1-Person  2-Person 2.5-Person’ 3-Person 4-Person 5-Person
< 30% $11,400 $13,000 $13,825 $14,650 $16,250 $17,550
31.60% $22,768 $26,031 $27 644 $29,257 $32,520 $35,108
61 - 80% $30,350 $34,700 $36,850 $39,000 $43,350 $46,800
81 -100% $37,946 $43,385 $46,073 $48,761 $54,200 $58,513
100 - 125% $47,433 $54,231 357,591 $60,952 $67,750 $73,142
126 - 150% $56,919 $65,078 $69,110 $73,142 $81,300 $87.770
151% + > $56,019 > $65,078 > $69.110 > $73,142 > $81,300 >$87,770

" Estimated as the midpoint between a 2 and 3-person household.
Source: US Dept. of Housing and Urban Development; Economic & Planning Systems

HU 1538 1-Fiagatail Fitssing Hexiss SUdyRodsal 1688 tGap2D0B.Als]2-HUD income
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STUDY AREA

The study area for the project focuses on the City of Flagstaff. Because of the close
relationships between the City and the surrounding unincorporated areas in the
Flagstaff Metropolitan Planning Organization (FMPO) boundary, much of the data and
statistics in the study are reflective of the City and larger FMPO area. Figure 2
illustrates the City and FMPO area. The FMPO area includes the City of Flagstaff and
the unincorporated communities of Bellemont, Winona, Doney Park, Fort Valley,
Kachina Village, and Mountainaire.
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SUMMARY OF FINDINGS

1. The growing disparity between housing prices and wages and income is the primary
cause of affordable workforce housing need in Flagstaff.

The median home price more than doubled from $165,000 in 2000 to $380,000 in 2006, an
increase of 14.9 percent per year. Although the median price for all housing types
dropped by 3.2 percent 2007 (year to date), this does not diminish the growing housing
affordability gap in Flagstaff that is significantly greater than in the Phoenix metro area.
Median housing prices are approximately $100,000 greater in Flagstaff ($380,000
compared to $264,900 in Phoenix). At the same time, Flagstaff has a lower median
household income of $45,000 for the average household size of 2.59, compared to $45,500
for the average household size in Phoenix.

Housing prices are appreciating faster than wages and household income. Wages
increased by an average of 4.2 percent from 2000 to 2006 and household income
increased by 2.6 percent per year over the same time period. As a result, the median
home price is now 11.8 times greater than the median wage and 8.4 times the median
household income. It now requires an annual income of $96,000 to afford the median
home price in Flagstaff. This is equivalent to one earner earning $46 per hour, or two
earners making $23 per hour. The average wage in Flagstaff is $15.50 per hour. Only
20 percent of all Flagstaff area households (renters and owners) can now afford the
median home price.

2. The rapid increase in housing values in Flagstaff is the result of the combination of
larger national trends and a strong second home market in Flagstaff.

The presence of a significant second home market is one of several factors contributing
to rapid housing appreciation in the Flagstaff market. Second homebuyers in Flagstaff
have an average household income of $280,000, compared to the local average household
income of $60,000 and median income of $45,000. Second homebuyers can therefore pay
more for housing than local working families, and the market has responded to these
high income buyers with a surge in upper-end projects under development.

From 1994 to 2003, second homes accounted for approximately 20 percent of residential
sales. However, in 2005 and 2006, non-local buyers and investors accounted for 30
percent of the market. As new construction becomes more expensive, as indicated by
current housing development projects, and as the overall market appreciates, it can be
expected that second homebuyers will continue to increase. This will put increased
pressure on housing prices further increasing the gap between prices and what the local
labor force can afford.
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Other market factors have also contributed to housing appreciation in Flagstaff and
elsewhere in the region over the 2000 to 2006 time period. The housing market was
strong in many areas of the U.5,, especially the Southwest, due to historically low
interest rates, new lending products, and aggressive lending standards (i.e., low-equity
mortgages and adjustable rate mortgages). The availability of financing has opened up
the market to a larger pool of buyers and investors than existed previously. The major
metropolitan areas in the Southwest, such as Las Vegas and Phoenix, experienced
especially strong appreciation and construction demand for new buyers as well as
investors. Flagstaff has also been impacted by these national trends. Recent foreclosure
rates and a tightening of the mortgage market are expected to moderate housing
inflation in 2007 and 2008. However, values are not expected to drop to levels that
would alleviate the current affordability gap.

3. The overall market appreciation in Flagstaff has increased the price of land for
residential development to a point that makes it difficult for the market to provide
affordable workforce housing.

A finished single family lot accounts for 25 to 35 percent of the price of a new home.
Development fees and permits account for less than 5 percent. There are very few lots
available for less than $150,000. Using a midpoint of 30 percent, a $150,000 lot results in
a home price of approximately $500,000. Addressing the cost of land is therefore one of
the most effective approaches to reducing housing costs. The City’s Community Land
Trust Program (CL.TP) can be an effective way to reduce housing costs, because it
removes the price of land from the home price.

Building permit fees and utility hook-up fees are currently 2 percent of a finished home
price. Impact fees could add up to $15,000 on a single family home (an additional

3 percent) if the maximum fee is adopted. Some of this cost will be passed on to the
homebuyer and some may come out of land values. However, infrastructure
improvements need to be made to maintain the levels of service and quality of life
expected in Flagstaff. These improvements must be paid for either through development
fees or higher taxes. The City’s ability to increase taxes is limited by state legislation and
voter approval.

10



Housing and Community Sustainability Nexus Study
Final Report
February 14, 2008

4. Flagstaff employee recruitment and retention problems are due primarily to the
convergence of three economic factors: relatively low wages, rapidly increasing
housing prices, and a lack of job opportunities for spouses/partners.

The comparison of wage data by occupation shows that median wages are 11 percent
higher in Phoenix. However, wages are not the only factor impacting businesses and
employees. EPS’ survey of major Flagstaff employers identified growing employee
recruitment and retention challenges. Several major employers noted they were getting
fewer qualified applicants and were experiencing higher turnover rates than in the past.
The EPS household survey and employer survey identified the most important
community issues as “housing for the local workforce,” “better/more job opportunities,”
“job opportunities for trailing spouses”, and “wages”. These factors are also
exacerbated by the current low unemployment rate (4.0 percent year to date).

5. Flagstaff's labor force has a strong local orientation. The community should make
strong efforts to continue to house the majority of its workforce locally.

Flagstaff has a favorable jobs-housing balance, with approximately 90 percent of the
labor force residing in the FMPO area and 84 percent within the City limits. The
community has not yet experienced the out-migration of local employees to the extent
seen in other high-cost mountain communities in the Western U.S. Based on the
employer survey, people who live and work in their community are more likely to have
a strong sense of ownership and value in the community, and are more likely to invest
time and money in it. Other mountain community studies have found that participation
in community activities and volunteerism declines as commuting from more outlying
areas increases.

6. An analysis of employment and housing construction trends suggests that housing
construction is falling behind employment growth.

From 2004 through 2006, Flagstaff added 1,730 jobs per year. With an average of two
jobs per household (full and part time), this translates to household growth of
approximately 865 per year. However, new residential construction within the City has
occurred at 500 to 600 units per year during this time period and it is estimated that
approximately 10 percent of this construction is being purchased by second
homeowners and investors. If this trend continues, it will worsen affordability and
labor force issues.
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7. Rental workforce housing will continue to be a pressing need due to the growth of
lower wage service jobs as well as a diminishing supply of apartment units.

The City is highly dependent on sales tax revenues; while increasing the tax base
through additional retail/commercial development is beneficial to the City’s fiscal
sustainability, it also generates low-wage jobs. Additional retail/commercial
development such as the mall expansion will also generate new retail and service
employees who will be priced out of the ownership housing market.

These economic segments are important to the City’s economy and should also be
considered an important part of the City’s housing strategy. Many retail/service
employees are in the income brackets that can be served by subsidized and free market
rental housing. As additional commercial development occurs, rental housing should
also be a priority for the City.

Flagstaff has a large unmet need for affordable rental housing that will grow with
Flagstaff's economy and as lending restrictions tighten, put more households in the
rental market. If condominium conversions continue, Flagstaff will also lose more of its
rental housing stock. A typical stabilized vacancy rate is 5 percent, and the rental
market has less than 5 percent vacancy currently, which indicates a shortage of rental
housing. A balanced housing strategy that includes rental housing is part of the long-
term economic and social sustainability of Flagstaff.

8. The majority of future job growth in Flagstaff is expected to come from the
expansion of existing local businesses, new businesses created from local
entrepreneurial talent, and from managers and proprietors living in or relocating to
Flagstaff because of its appeal as a place to live.

While the high quality of life and mountain setting has been Flagstaff's competitive
edge, the cost of housing is impacting the City’s appeal as a place to do business. With
its relatively isolated geography, small labor force, and high housing costs, Flagstaff is
not in a strong position to compete nationally for locating major new employers. On the
positive side, one-third to one-half of the job growth over the past five years has come
from the self-employed (proprietors).

Local entrepreneurs and others moving to Flagstaff to start hew businesses will do so
because they want to live in Flagstaff. This reinforces the need to consider economic
development in a broader context that includes continued investment in community
amenities and services that make Flagstaff a desirable mountain community. This
“community infrastructure” includes schools, parks, trails, open space, an attractive
urban form, a vital downtown environment, arts and cultural attractions, and quality
health care. Quality affordable housing is also a critical component of “community
infrastructure” and a worthy public investment.
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This is not intended to discount the community’s laudable efforts to attract and compete
for new jobs and pursue science, technology, and clean energy based businesses. The
City should continue its efforts to attract high-paying, high-skill jobs, but these efforts
should not be the sole priority and should be balanced with community development.
Economic development is a multifaceted strategy; investment in community
infrastructure and facilities is as important in economic development as recruiting
new businesses.

9. Expanded commercial air service is also an important community infrastructure
investment to support local business expansion, as well as business recruitment and
retention efforts.

Investment in the runway expansion at Flagstaff Airport supports the growth of sole
proprietorships, entrepreneurs, and remote workers who choose to locate in Flagstaff.
Subsidizing the expansion of commercial air service should be considered as an
economic development investment. A recent study in Steamboat Springs, Colorado
found that the lack of reliable commercial air service to multiple cities was one of the
largest deterrents to the growth of location neutral businesses.

10. Smart Growth, Traditional Neighborhood Design (IND), higher densities, and
mixed use infill development are important strategies for accommodating growth in
a more sustainable manner. However, these strategies need to be combined with
other workforce housing programs to positively affect affordability.

Higher densities and a mix of land uses reduce land consumption and vehicle trips. The
amenities and interconnectedness of TND also enhances quality of life. The mix of
housing types in TND and mixed use development also provide for more diverse
housing opportunities and price points. These are all important ways to grow in a more
sustainable manner.

However, the experience of other large scale TND projects indicates that TND has had
little impact on the affordability of traditional detached housing for families. The higher
density of TND helps to offset the amenities associated with TND (open space, trails,
parks, alleys), which are costly to develop. The overall market conditions determine
what buyers are willing to pay for housing, especially if second homes are a significant
market factor, as they are in Flagstaff. This reinforces the need to combine TND, infill,
and redevelopment with other workforce housing programs to promote more balanced
and diverse neighborhoods. The Housing Action Plan identifies incentives that can be
used to encourage workforce housing in new development, such as density bonuses; fee
reimbursements, waivers, and deferrals; and off-site improvement deferrals.
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11. In the coming years Flagstaff will experience increased pressure to expand the
existing urbanized area, including annexation and development of major State Land
and Forest Service parcels.

Developers and builders have indicated a shortage of buildable lots and readily
developable land. An analysis of major state and federal land holdings surrounding
Flagstaff indicates that the market pressure to develop these areas of the City is
increasing and that major annexation and development proposals should be anticipated.
Development of these areas should be considered carefully as part of strategic decisions
by the community on how and where to accommodate the needs of current and future
residents. Consideration of State Lands and Forest Service land trades will present
opportunities to accommodate the future growth of the region contiguous to the existing
urbanized area.

Contiguous compact growth is more efficient than growth that is scattered throughout
the unincorporated areas. However, there may be some opposition to expanding the
urbanized area into undeveloped areas contiguous to the City. If the supply of housing
does not keep up with the new labor force demands, prices will rise further, widening
the current affordability gap. Citizens and elected officials will need to determine how
to accommodate the growth of the City so that there are opportunities for both current
and future residents. An equitable housing and community sustainability strategy
recognizes the needs of existing and future residents,

Updates to the Regional Land Use and Transportation Plan should focus strongly on
infill and redevelopment along with smart growth in anticipated new growth areas.
The City should ensure that revisions to the Land Development Code and possibly
City zoning provide the leverage to implement the land use preferences identified by
the community.

12. The Nexus Study provides a 15-year workforce housing demand forecast for rental
and ownership workforce housing from 30 to 150 percent of AMI,

There is an estimated demand for 800 ownership workforce housing units (80 to 150
percent of AMI) to address the backlog of affordability gaps, and demand for an
additional 2,100 units over the next 15 years. Ownership workforce housing would be
priced between approximately $130,000 and $256,000.

To address the backlog of need in rental housing, there is a need for 790 rental units
affordable to households at 30 to 60 percent of AMI, and an additional 900 market rate
units affordable to households earning 60 to 80 percent of AMI. Over the next 15 years,
1,400 new affordable rental units are needed at 30 to 60 percent of AMI, and 1,100 units
at 60 to 80 percent of AML
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13. The City is encouraged to adopt a workforce housing goal based on the housing
needs identified in this study.

This Nexus Study documented a need for 11 percent ownership workforce housing and
13 percent rental workforce housing to address forecasted housing needs and
employment growth. In total, the study supports a workforce housing goal of up to 24
percent of new development. The City is encouraged to adopt the findings of this study
and a workforce housing goal of 20 percent.

14. A Housing Trust Fund (HTF) is a necessary component of a successful workforce
housing program. Establishing a dedicated revenue source for workforce housing
should be high on the list of priorities.

The Housing Action Plan provides several options for funding a HTF. The options with
the largest revenue potential are voluntary Real Estate Transfer Assessments (RETA)
and increasing the fee on all documents recorded with the County Clerk’s office. A
RETA is an assessment on the sale of residential property within a specified
development; it is not applied citywide. It is executed under a voluntary covenant that a
developer agrees to place on property within a new development. Major new
developments that go through the PUD or annexation process will present good
opportunities for the City to negotiate with developers for a RETA. A 500-lot
subdivision with a 10-year buildout and a 0.5 to 1.0 percent RETA could generate $1.0 to
$2.0 million in one-time revenues from initial sales, and an additional $75,000 to $150,000
per year going forward from the resale of homes after the project is complete.

A recording fee on documents recorded in the County Clerk’s office could also be a
significant source of revenue. This would require cooperation from the County and
most likely some sharing of revenues or agreements on equitable distribution of housing
investments. A countywide document fee increase of $2.50 and $10.00 could generate
$140,000 to $567,000 per year, respectively.

Any number of local funding sources can be used for workforce housing if the City
decides to establish a HTF. Other possible sources include dedicating interest on real
estate escrow accounts, dedicating a portion of the capital outlay fund, or dedicating a
portion of the general fund revenues. Communities have also used general obhgation
bonds to develop, purchase, or rehabilitate workforce housmg
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15. Many of the City’s and larger community’s existing affordable housing investments
and programs are effective and should be continued and expanded.

This study supports the City’s and larger community’s current and past efforts on
affordable housing. Flagstaff already has a number of housing programs including
revolving loan funds for down payment assistance, housing rehabilitation programs, a
Public Housing Authority, an inventory of over 1,200 affordable rentals (including Section
8 housing), and a growing CLTP. These existing programs are targeting the appropriate
areas of housing need as identified in this study. The City should continue to fund and
expand these programs as part of a multifaceted housing program.

16. The City’s CLTP is an effective tool, but it will not be able to address the full range
of workforce housing needs.

The CLTP provides a mechanism to remove the effects of land pricing from the price of a
home. The CLTP alone will not address the full range of workforce housing needs and
is thus part of a larger tool kit. The CLTP potential is also somewhat limited by
developer willingness to incorporate workforce housing into new projects, although one
of the goals of the program is to partner with private developers. The CLTP is working
with builders to develop housing on City land as well.

This analysis has shown that a 50 unit per year goal for the CLTP will not meet the need
for approximately 140 ownership units per year to keep up with employment growth.
This means that the CLTP is part of a multifaceted housing strategy rather than the sole
solution. The CLTP will also create opportunities for public-private partmerships to
build additional housing for a market segment that is not being served by the private
market. The focus of the CLTP is currently on ownership workforce housing, and the
Nexus Study has also identified a large need for rental workforce housing,
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II. ECONOMIC AND DEMOGRAPHIC FRAMEWORK

This chapter presents an analysis of economic and demographic trends in Coconino
County and the City of Flagstaff. The County economic base is first evaluated to
determine the most significant industry sectors and changes over time. Next,
population, household, and housing unit trends are documented including the
significance of the second home market.

EMPLOYMENT AND WAGES

Employment data presented in this report is derived from three sources: the U.S. Bureau
of Economic Analysis (BEA), the U.S. Bureau of Labor Statistics (BLS), and the Arizona
Department of Economic Security (DES). Total employment reported by the BEA
includes wage and salary employment, sole proprietorships, and partnerships. It
typically overstates jobs because of its inclusion of partnerships. Total employment
estimates from BEA data typically lags two years behind the current year.

By contrast, BLS employment data is more current but only includes wage and salary
employment covered by FICA (unemployment insurance). BLS data under represents
total employment because it excludes sole proprietors and some government
employment exempt from FICA. [The Quarterly Census of Employment and Wages
(QCEW) tabulated by DES uses the same definition.}] For both data sources, the number
of jobs is tracked by place of employment and reported at the county level.

GROWTH TRENDS

Table 2 compares BEA and BLS employment growth trends for Coconino County since
1990. BEA employment grew from 48,664 jobs in 1990 to 79,511 in 2005, an increase of
30,847 or 3.3 percent annual growth over the same time period. BLS wage and salary
employment grew from 39,793 jobs to 56,544 jobs, an increase of 16,751 or 2.4 percent
annual growth. The percentage of wage and salary employment is declining which
means that sole proprietorships and contract employment are increasing. In 1990 BLS
wage and salary jobs were 82 percent of the BEA total, while in 2005 it has dropped to
71 percent. ' -

Coconino County experienced an economic slowdown from 2001 to 2003, reflecting the
national recession that began in 2001. The pace of job growth increased substantially
from 2003 to 2006, with growth rates of over 4 percent per year in 2004 and 2005 for both
employment definitions. Current BLS estimates suggest continued strong growth in
2006, with an increase of 2,300 jobs in the first six months that year.
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Table 2
Wage and Salary Employment: Coconinc County, 1990-2006
Housing and Community Sustainability Nexus Study
BEA Ann. Ann. % BLS W&S Ann. Ann.% | BLS/BEA
Year Employment Change Change Employment Change Change %
1980 48,664 —- —— 39,793 —— — 82%
1995 59,080 10,416 4.0% 47,058 7,265 3.4% 80%
2000 70,032 10,952 3.5% 50,853 3,795 1.6% 73%
2001 70,309 277 0.4% 50,718 -135 0.3% 72%
2002 71,825 1,516 2.2% 51,471 753 1.5% 72%
2003 72,850 1,025 1.4% 51,826 55 0.7% 1%
2004 75,857 3,107 4.3% 54,119 2,293 4.4% 71%
2005 79,511 3,554 4.7% 56,544 2,425 4.5% 71%
2Q20086 — 58,848 2,304 —
1990-2000 21,368 2137 3.7% 11,060 1,106 2.5%
2000-2005 9,479 1,896 2.6% 5,691 1,138 21%

Source: US Bureau of Labor Statistics, US Bureau of Economic Analysis; Economic & Planning Systems

HAUEEST Flansiaif Hauzing Mesus ShacyiWosela [ 16531 CIEW <IslAEA ve 1 5
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The unemployment rate for the City of Flagstaff is at a recent historic low of 2.9 percent
in 2006 while the rate in Coconino County as a whole is still over 4 percent, as shown in
Figure 3. Flagstaff and Coconino County experienced relatively high unemployment in
the late 1990s when the Phoenix-Mesa-Scottsdale Metropolitan Statistical Area (MSA)
had very low unemployment at about 3 percent. As the economy grew, unemployment
in Flagstaff and Coconino County dropped from 6.6 and 8.3 percent in 1997 to 3.1 and
4.5 percent in 2000, respectively. Unemployment in Flagstaff and Coconino County did
not reach as high a level from 2001 to 2003 as it did in 1997, with the City’s unemployment
rate peaking at 4.1 percent in 2003 and the County at 5.9 percent. The historically low
unemployment rate is indicative of positive job growth, a tight labor market, and a small
labor force.

Figure 3
Unemployment Rate, 1995-2007
Housing and Community Sustainability Nexus Study
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ECONOMIC BASE

BEA employment by industry is shown for the 2001 to 2005 time period in Table 3. Total
employment increased by 9,202 between 2001 and 2005 at an annual rate of 3.1 percent.
Government is the largest sector in Coconino County with 16,000 jobs or 20 percent of the
total. State government employs 5,700 people in the County (including NAU), and local
government accounts for 7,000 jobs. The Federal government employs 3,300 people in
the County including approximately 300 military positions.

Accommeodation and Food Services (lodging, restaurants, and bars) is the next largest
industry sector with 11,700 jobs. Retail Trade accounts for almost 9,000 jobs in the
County. Together, these two industries contain 20,700 jobs, or 26 percent of the total.
Other major industries in Coconino County include Health Care with 8,200 jobs,
Construction with 4,900 jobs, Manufacturing with 3,700 jobs, Real Estate with 4,400 jobs,
Professional and Technical Services (e.g., lawyers, accountants, and engineers) with
3,800 jobs, and Administrative with 3,200 jobs.

The greatest growth from 2001 to 2005 was in Accommodation and Food Services
(1,470 jobs), Real Estate (1,397 jobs), Health Care (1,081 jobs), Administrative and Waste
Services (953), and Construction (927 jobs). Together, these sectors accounted for 63
percent of total job growth.
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Each industry in the County is shown as a percentage of total jobs in Table 4. In 2005,
Government accounted for 20 percent of total jobs, follow by Accommodation and Food
Services with 14.7 percent, Retail Trade with 11.3 percent, Health Care with 10.3 percent,
Construction with 6.2 percent, Real Estate with 5.6 percent, and Manufacturing with

4.6 percent. The presence of significant employment in Government, Health Care, and
Manufacturing give Coconino County some economic diversity that distinguishes it
from other largely rural counties that rely solely on tourism, or are transitioning from
natural resource-based economies.

The change in the percentages from 2001 to 2005 can provide an indication of how an
economy is changing. In Coconino County there have not been any major shifts in the
economic base since 2001, indicating that economic diversity is being maintained.
However, there are some emerging trends that suggest shifts that should be monitored.
Construction’s share of total jobs increased by 0.5 percent, as did Real Estate with an
increase of 1.3 percent. These small shifts are related to the recent increases in
residential and non-residential construction, and indicate a growing real estate and
construction segment characteristic of a shift towards more tourism, second home, and
retirement-related growth.

Table 4
Industry Employment as Percent of Total: Coconino County, 2001-2005
Housing and Community Sustainability Nexus Study

Industry 2001 2006 Change
Agriculture & Natural Resources - 0.3% —
Mining — 0.3% -—
Utilities 0.3% 0.1% -0.1%
Construction 57% 6.2% 0.5%
Manufacturing 4.4% 4.6% 0.2%
Wholesale trade 1.3% 1.3% 0.0%
Retail trade 12.3%  11.3% -1.0%
Transportation and warehousing 3.0% 2.9% -0.1%
information 1.1% 1.0% -0.1%
Finance and insurance 2.3% 2.2% -0.2%
Real estate and rental and leasing 4.3% 5.6% 13%
Professional and technical services 4.4% 4.8% 0.5%
Management of companies and enterprises 0.3% 0.2% 0.1%
Administrative and waste services 3.2% 4.0% 0.8%
Educational services 1.0% 1.2% 0.2%
Health care and social assistance 10.1%  10.3% 0.2%
Arts, entertainment, and recreation 3.7% 3.4% -0.3%
Accommodation and food services 14.6% 14.7% 0.2%
Other services, except public administration 4.9% 51% 02%
Government and government enterprises 22.5% 20.3% -2.2%
Total Non-Farm Employment 100.0% 100.0%

Note: (D) indicates data suppressed for privacy.

Source: LiS Bureau of Economic Analysis, Economic & Planning Systems
HA16B81-Flagstalf Housing Nexus SludytModels\{1888°F-BEA_Emp xls)PctTotal
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Compared to the State of Arizona, Coconino County has a similar economic composition,
with some exceptions. Coconino County has a higher concentration of Government
employment with 20 percent in the County compared to 13.5 percent in the State.
Coconino County has approximately twice the concentration of Accommodation and
Food Services employment with 14.7 percent compared to 7.4 percent in the State. The
State as a whole has a higher concentration of employment in Construction with 8.4
percent compared to 6.2 percent in Coconino County.

Compared to the U.S. average, Coconino County has a higher concentration of
Government employment and more than twice the concentration of Accommodation
and Food Services employment. Coconino County has proportionally fewer jobs in
Professional, Scientific, and Technical Services, Administrative and Support Services,
and about half the proportion of Manufacturing jobs. All three sectors are typically
more dominant in large urban areas.

Figure 4
Coconino County and Arizona Industry Employment, 2005
Housing and Community Sustainability Nexus Study
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Based on 2006 BLS data, the average hourly wage in Coconino County is $15.50 ($32,234
per year), as shown in Table 5 which shows the average wage for nine major industries in
the County. This compares to $20.39 ($42,417 per year) in the Phoenix area (Maricopa
County) and $19.23 ($40,007) in the State of Arizona as a whole. These wage figures
represent the average wages paid to employees including full- and part-time employment.
The Accommodation and Food Services sector includes a large amount of part-time
employment and has the lowest hourly wages at $7.57 per hour. Although the industry
is typically low paying, this figure does not account for gratuities. Retail Trade, which is
11 percent of all jobs, has an average hourly wage of $11.26, which equates to $23,414 per

year based on 2,080 hours.

Flagstaff and Coconino County do have a number of industry sectors with higher
wages. The average annual wage for Government employment is $46,732 ($22.47 per
hour); Health Care and Social Assistance averages $42,698; Professional, Scientific, and
Technical Services jobs average $38,546; and Manufacturing averages $46,311.

Table 5

Wages by Industry: Caoconino County, 2006

Housing and Community Sustainability Nexus Study

Average Wage {2006)
Industry Annual Hourly 1
Government $46,732 $22.47
Accomm. and Food Svcs. $15,751 $7.57
Retail Trade $23.414 $11.26
Health Care and Social Assistance $42 608 $20.53
Construction $31,122 $14.96
Real Estate $35,020 $16.84
Other Services $35,635 $17.13
Prof., Sci., and Technical Svcs. $38,546 $18.53
Manufacturing $46,311 $22.27
Coconino County Average $32,234 $15.50
Maricopa County Average $42,417 $20.39
State of Arizona Average $40,007 $19.23

* Based on 2,080 hours per year.

Source: US Bureau of Labor Statistics, Economic & Planning Sysiems

HMBID1-Flagstaft Housing Maus Sludyibogel 16391 -84 Erpl xlafaheetd
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In Table 6, the median wage by occupation for several occupations with a large presence
in Coconino County and Flagstaff is compared to figures for Maricopa County. As
shown, overall wages are 11 percent lower in Coconino County than in Maricopa
County. Registered nurses earn 15 percent less than their peers in Maricopa County and
medical information and record clerks earn 14 percent less. Flagstaff Medical Center is
the largest health care employer, and adjusts wages to be competitive with Phoenix.
However, other health care employers in Coconino County are included in these figures,
which lower the overall median figures. Retail managers earn 7 percent less than retail
managers in Maricopa County, computer programmers earn 3 percent less, and
biomedical engineers earn 11 percent less. Police and sheriff’s patrol officers earn

5 percent less.

Table 6
Occupational Wage Comparison: Coconino and Maricopa Counties, 2006
Housing and Community Sustainability Nexus Study

Annual Median Wage %
Job Category Coconino County  Maricopa County  Difference
All Occupations $26,075 $29,262 -10.9%
Life, Physical, & Social Science Technicians $29,816 $39,187 -23.9%
Elementary School Teacher $35,932 $32,420 10.8%
Secondary School Teacher $36,088 $36,995 -2.4%
Registered Nurse $50,222 $59,181 -15.1%
Medical Technician $28,344 $27,475 3.2%
Medical Information & Record Clerks $22,875 $26,666 -14.2%
Retail Sales Manager $32,688 $35,244 ~7.3%
Police & Sheriff's Patrol Officer $47,384 $50,054 -5.3%
Computer Programmer $59,327 $61,339 -3.3%
Biomedical Engineer $45,788 $51,647 -11.3%
Production QOccupations (All) $26,639 $25,861 3.0%

Source: Arizona Department of Employment Security
H:\1689t-Flagstaff Housing Nexus StudyiData\16691-Wagebylndustry.xls)$-15-08
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PROPRIETOR EMPLOYMENT

Sole proprietors (self-employed) are a significant and growing portion of the local
employment base, as shown in Table 7. Based on BEA figures, sole proprietors have
increased from 16 percent of total jobs in 1990 to 24 percent in 2005. Sole proprietors
accounted for 11,124 new jobs or 36 percent of the job growth from 1990 to 2005.
Proprietor employment grew by 6.0 percent per year over this time period compared to
3.3 percent for all industries and ownership types (total employment).

Table 7
Proprietor Employment: Coconino County, 1990-2005
Housing and Community Sustainability Nexus Study

Change 1990-2005
Employment Definition 1990 1986 2000 2005 Total# Ann.# Ann.%
Total Employment 48,977 59,380 70,286 79,830 30,853 2,057 3.3%
Wage and salary employment 41,079 48500 55639 60,808 19,729 1315 26%
Proprietors employment 7,898 9,880 14647 19022 11,124 742 6.0%
% Proprietors 16% 17% 2% 24% 36% e —

Source: Bureau of Economic Analysis
H:16891-Fiagstatl Housing Nexus Studyidodels{16691-BEA_Empl.xIs]1990-2005 Tota!
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FLAGSTAFF AREA EMPLOYMENT

Employment data for the Flagstaff area was provided to the City by the Arizona
Department of Economic Security; this is the most reliable data for sub-county
employment estimates; however, it is not available to the public. Due to confidentiality
requirements this data can only be shown in aggregate totals.

As shown in Table 8, there are approximately 38,000 wage and salary jobs in the
Flagstaff area. Since businesses located outside City limits could still have a Flagstaff
mailing address, there is some overlap of the data, therefore these estimates should be
interpreted to include the City and nearby surrounding unincorporated areas.
Nevertheless, it is the most accurate employment estimate for the City available.
Adjusting wage and salary employment to total employment indicates a total of 47,700
jobs in the City.

As shown, the City has experienced strong employment growth since 2004, with 2,764
new wage and salary jobs since 2004, or an average of 1,382 per year. Employment
growth in the City occurred at a strong rate of 3.8 percent per year from 2004 to 2006.

Table 8
Wage and Salary Employment: Flagstaff, 2004-2006
Housing and Community Sustainability Nexus Study

Growth 2004-2006
Quarter 2004 2005 2006 Total# Ann.# Ann %

Annual Wage & Salary 35,362 37,555 38,126 2,764 1,382 3.8%

Q1 34,239 36,464 37,526
Q2 35,248 37,717 38,545
Q3 35431 37,855 38,307
Q4 36,531 38,183 -
Total Employment ' 44,203 46,943 47,657 3,454 1,727 3.8%

* Wage and Salary estimated to account for 80% of total employment.
Source: AZ Dept. of Empl. Security; City of Flagstaff
H:\16831-Flagstaff Housing Nexus StudyModels\[16891-QCEW xsjES202_Trend
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Employment in Flagstaff accounts for 65 percent of the wage and salary jobs in Coconrino
County, as shown in Table 9. Flagstaff has captured 58 percent of the County job
growth since 2004,

Table 9
Wage and Salary Employment: Flagstaff and Coconino County, 2004-2006
Housing and Community Sustainability Nexus Study

Flagstaff

Coconinc % of

Year. Flagstaff County County

2004 35,362 54,119 65%

2005 37,555 56,544 66%

2006 38,126 58,848 65%
Change 2004-2006 2,764 4,729
Ann. Change 1,382 2,364
Share of Total Growth 58% 100%

Source: AZ Dept. of Empl. Security; Economic & Planning Systems
H:\t6891-Flagstalf Housing Nexus Study\ModelsY16891-QCEW.xis]Sheelq

28



Housing and Community Sustainability Nexus Study
Final Report
February 14, 2008

MAJOR EMPLOYERS

Flagstaff’s largest employers are listed in Table 10. The largest employer is Northern
Arizona University with 3,400 employees. Flagstaff Medical Center is the second largest
employer with approximately 2,000 employees. The largest private employer, and
largest manufacturer, is W.L. Gore, a medical equipment and high technology textile
company with 1,634 employees. There are four other significant manufacturing
companies: SCA Tissue (paper products) with 279 employees; Nestlé Purina (pet
products) with 217 employees; Joy Cone (ice cream cones) with 124 employees; and
PRENT Thermoforming (injecting molding) with 93 employees.

Table 10
Flagstaff Area Major Employers
Housing and Community Sustainability Nexus Study

Full & Part Time

Industry Notes Employees

Private Industry
W.L. Gore & Associates Medical equipment mfg. 1,634
Walgreens Distribution 400
Grand Canyon Railway 400
SCA Tissue Commercial Paper Products 279
Pepsi Cola 250
New England Business Services Telemarketing 185
Nesilé Purina Pet food mfg. 217
Joy Cone lce cream cone mfg. 124
PRENT Thermoforming Injection molding mfg. 93
Arizona Public Utilities Public utitities (electric) 100
Southwest Windpower Wind turbine mfg. 77

Public and Institutional
Northern Arizona University 3,393
Flagstaff Medical Center 2,000
Flagstaff Unified School District 1,700
Coconino County 1,075
City of Flagstaff 948
Coconino County Community College _ 400
U.8. Forest Service Incl. seasonal employees 190
U.8. Geological Survey 167

Source: Greater Flagstaff Economic Council, Economic & Planning Systems
H:A18891-Flagstaff Heusing Mexus Sudy\Models\[16891-CBP_BEA_2004.xIs]MajorEmpl

In other industries, there is a Walgreens distribution center with 400 employees. The
Grand Canyon Railway (recently purchased by Xanterra Parks and Resorts) provides
rail access to the Grand Canyon and employs 400 during the summer season. The
largest government employers are Northern Arizona University (3,393 employees),
Coconino County (1,075 employees), and the City of Flagstaff (948 employees). Major
Federal employers include the U.S. Forest Sexvice (190) and the U.S. Geological Survey
(167). Other Federal agencies in Flagstaff include the U.S. Customs and Border Patrol,
Immigration and Naturalization, and the Drug Enforcement Agency.
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EPS worked with the Chamber of Commerce, the Flagstaff Independent Business Alliance,
the Downtown Business Alliance, the Innkeepers, and Restauranteurs to survey local
businesses. A total of 97 Flagstaff businesses replied to the survey, accounting for
approximately 5,300 employees. EPS also conducted in-person interviews with several
large employers to understand any labor force issues they are experiencing. While there
is limited hard data on employee turnover rates and whether or not they have increased
over time, the research has revealed a number of themes that suggest that businesses are

experiencing increasing employee recruitment and retention problems.

As shown in Table 11, 61 percent of the businesses that responded were small with
fewer than 10 employees. Only 10 businesses with more than 100 employees responded
to the survey. Only 84 respondents out of 97 total answered this question. This

information on business sizes is consistent with other sources.

Table 11

Survey Respondent Establishments by Number of Employees
Housing and Community Sustainability Nexus Study

# of Employees Establishments Percent
1-8 51 61%.
10-19 8 10%
20-29 5 6%
30-39 2 2%
40 - 49 0 0%
50-59 4 5%
60-69 1 1%
70-79 1 1%
80 -89 1 1%
90 - 99 1 1%
100 - 124 3 4%
125 - 149 2 2%
150 - 174 1 1%
200 or more 4 5%
Total Establishments 84 100%

5,300 Employees Represented

Source: Economic & Planning Systems
H:A16891-Flagstaff Housing Nexus StudyiModels\{16891-EmpSurvey.xisJiEmployees
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The most recent U.S. Census County Business Patterns survey (2004) found that 52 percent
of businesses in the 86004 and 86001 zip codes have between one and four employees
and that 20 percent have between five and nine employees. The Census identified 27
businesses with 100 to 249 employees, and only one with more than 1,000 employees.
(County Business Patterns does not include government and hospital employees.)

Figure 5

Flagstaff Area Businesses by Employee Size Category
Housing and Community Sustainability Nexus Study
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EMPLOYEE TURNOVER AND RECRUITMENT

Employee turnover rates for six of the largest employers in Flagstaff are shown in

Table 12. Even though Manufacturing is one of the highest paying industries in
Flagstaff (with an average wage of $44,900 per year), one major manufacturing firm
experiences 100 percent annual turnover. The other major manufacturing employers
report turnover rates ranging from 9 to 29 percent. One major institutional employer
has documented 20 percent annual employee turnover. Representatives from Coconino
County government provided estimates of 15 percent annual employee turnover, largely
in public safety (sheriff, fire, emergency personnel) and public works. Flagstaff Medical
Center, the largest institutional employer, is continually challenged by employee
retention and has an annual turnover rate of 20 percent.

Table 12
Employee Turnover for Selected Businesses
Housing and Community Sustainability Nexus Study

Avg. Starting Typcial Ann. Ann. Employee
Business Industry Employees Wage Raise Turnover
A Manufacturing 50 - 99 $11.00 2% -4.9% 100%
B Manufacturing 50 - 99 $8.50 5% - 7.5% 29%
C Manufacturing >500 $12.50 2% - 5% 9%
D Manufacturing 100 - 500 $17.50 2% - 5% 19%
E Manufacturing 50 - 99 $20.00 7.5% - 10% 16%
F Institutional >500 $13.05 0 20%

Source: Economic & Planning Systems

FEVIGAD - hagrtafl Haising Hlexus Soudytlocels 1G5 -phaaplSueeay iz Tusnovar
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Current job openings confirm the information from the employer survey regarding
recruitment problems in health care. The Arizona Department of Employment Security
tracks some job openings in major cities. Table 13 shows the current job openings in
Flagstaff. There are currently 474 open positions reported. The occupation with the
largest number of openings is health care, with 129 jobs open (27 percent of the total).
This confirms information from the stakeholder interviews regarding recruitment
challenges and increases in employee turnover rates at the Medical Center. The next
largest category of open positions is Sales and Related jobs with 74 open positions,
Management with 64, and Office and Administrative Support with 57.

Tahble 13

Flagstaff Job Openings by Occupation

Housing and Community Sustainability Nexus

Occupation

Architecture & Engineering

Arts, Design, Entertainment, Sports & Media
Buitding & Grounds Cleaning & Maintenance
Business & Financial Operations
Community & Social Services
Computer & Mathematical
Construction & Extraction
Education, Training & Library
Farmming, Fishing & Forestry

Food Preparation & Servicing
Healthcare Practitioners & Technical
Healthcare Support

Installation, Maintenance & Repair
Legal

Life, Physical & Social Sciences
Management

Military

Office & Administrative Support
Personal Care & Service

Production

Protective Services

Sales & Related

Transportation & Material Moving
Unclassified

Total

City of Flagstaff

# %
13 2.7%
0 0.0%
11 2.3%
30 6.3%
3 0.6%

1 0.2%
14 3.0%
6 1.3%

1 0.2%

5 1.1%
129 27.2%
T 1.5%
13 2.7%
1 0.2%

8 1.7%
64 13.5%
0 0.0%
57 12.0%
2 0.4%
12 2.5%
4 0.8%
74 15.6%
17 3.6%
2 0.4%
474  100.0%

Source: AZ Dept. of Economic Security; Economic & Planning Systems

HA16891-Flagstaff Heusing Mexus Study\Data\{16891-Emp! &inemploy

»ls]Job Listings

Nearly all employers interviewed for this study indicated that employee recruitment is
also becoming a serious issue. The Flagstaff Unified School District (FUSD) indicated
that it receives fewer applications each year and that some entry-level teaching positions
go unfilled due to a lack of qualified applicants. A common theme heard during
interviews was that employers have noticed it is getting harder each year to attract and
retain qualified employees. The relatively lower wages and higher housing costs, when
compared to the Phoenix and Las Vegas metro areas, were often cited as major factors.
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Employer representatives were asked to rank the issue of workforce or affordable
housing compared to other pressing community issues. As shown in Figure 6, 54 percent
ranked housing as a serious problem, and 26 percent ranked housing as the most critical
problem in the City. In total, 80 percent of business representatives indicated that
housing is a serious problem.

Figure 6
Employers’ Ranking of Workforce Housing Concerns
Housing and Community Sustainability Nexus Study
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Businesses were also asked about their expansion plans in the next year and the next
five years. Within the next year, 41 percent expect to hire more people and 49 percent
expect to stay at the same number of employees, as shown in Table 14. A small minority
of businesses plan to relocate and move out of the Flagstaff area. Within five years, half
of businesses surveyed indicate an expectation that they will grow, and 37 percent
expect to remain at the same size. Five percent anticipate relocating outside Flagstaff.
While this is a small percentage, the City should be concerned and continue to keep
current with local business conditions and be proactive with business retention.

Table 14
Short and Long Term Business Plans
Housing and Community Sustainability Nexus Study

Plan to do Overall %
Within 1 Year

increase number of employees 41%
Stay about the same 49%
Relocate business outside Flagstaff area 4%
Don't know / unsure 6%
Total 100%
Within 5 Years

Increase number of employees 51%
Stay about the same 37%
Relocate husiness outside Flagstaff area 5%
Don't know / unsure %
Total 100%

Source: Economic & Planning Systems
H\18891-Flagstalf Housing Nexus Study\Models\(16891-EmpiSurvey.xis]1_5 Yr Plan
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The average wage for entry-level employees in the businesses surveyed is $13.12, as
shown in Table 15. This figure compares closely to the $15.50 per hour average for
Coconino County published by the U.S. Bureau of Labor Statistics. Fifteen percent of
employers surveyed start entry-level employees at approximately $9.00 per hour, and 32
percent start employees at $10.00 per hour. In total, 73 percent of the businesses
surveyed have starting entry-level wages in the $9.00 to $15.00 per hour range. Only 12
percent report starting wages above $20 per hour.

For comparison, one earner making $46 per hour (approximately $96,000 per year) or
two earners making $23.00 per hour could afford the median home price of $380,000.
This indicates that housing costs are not tied to local wage levels.

Table 15
Average wage for New Entry-level Employees
Housing and Community Sustainability Nexus Study

Average Wage Responses
$7.00 3%
$8.00 9%
$9.00 15%
$10.00 32%
$11-15 26%
$16-20 3%
$21-25 6%
$26 - 30 3%
$31 or more 3%
Total 100%
Average $13.12

Source: Economic & Planning Systems
H:\16851-Flagstaff Housing Nexus Shudyii {1688 F xis]FTWage
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The two most common reasons cited for employee turnover were moving on to other
opportunities (34 percent) and high housing costs and cost of living (31 percent), as
shown in Table 16.

Table 16
Primary Reasons Cited for Employee Turnover
Housing and Community Sustainability Nexus Study

% of
Reason Responses
Employees move on to other opportunities 34%
High housing costs and cost of living 31%
Other 19%
Don't know f unsure : 9%
Longevity not expected in this type of position : 6%
Total 100%

Source: Ecenomic & Planning Systems
H:116891-Fiagstatf Housing Nexus StudytWodels\ 16893 -EmplSurvey.xis|¥umover
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HOUSING COSTS

Housing prices have been growing at a much more rapid pace than wages and income
in Flagstaff. Since 2000, the median housing price has increased by 14.9 percent per year
to reach $380,000 in 2006, as shown in Table 17. By contrast, wages increased at an
average annual rate of just 3.5 percent from 2000 to 2006. Median household income
grew just 2.6 percent per year from 2000 to 2006. The housing market is evaluated in
more detail in Chapter IV.

Table 17
Wage, Income, and Home Price Comparison, 2000-2006
Housing and Community Sustainability Nexus Study

Home Price ' Average Ann. Wage | % Change Affordability index
Year Median $ % Change WMedian$ % Change inCPI?] Price/Wage Price/Income
2000 $165,000 - $26,196 - e 6.3 4.3
2001 $177,250 7% $27,449 5% 3% 6.5 s
2002 $192,000 8% $27,783 1% 2.0% 6.9 e
2003 $215,000 12% $28,346 2% 2.2% 76
2004 $245,700 14% $29,177 3% 2.5% 84
2005 $332,000 35% $30,515 5% 3.4% 10.9
2006 $380,000 14% $32,234 6% 3.9% 11.8 847
Ann. Rate 2000-2005 14.9% 4.2% 2.8%

' Median for all unit types.
2 The median household income in 2006 was $45,000,
3 Consurmer Price Index for Westem urban areas.

Source: State of Arizona CIS Dept; US Bureau of Labor Statistics; Economic & Planning Systems
H:\16801-Flagstalf Hotsing Nexus Study\Models\(16891-sales 10-11-07 xs]T-17

The growth of income and wages indicates little real growth when compared to the rate
of inflation, which was 2.8 percent per year during this time period. Since 2000 housing
prices in Flagstaff have increased at a rate 4.25 times faster than wages. In 2006, the
median home price in Flagstaff was 11.8 times the average annual wage, up from 6.3 in
2000. In 2006, the median home price was 8.4 times median household income, up from
4.3 in 2000. This gap between home prices and wages indicates that market forces other
than the local economic base and wages are driving home prices. These factors are
explored in more detail in Chapter IV of this report. Second homebuyers and the rapid
housing inflation in the Southwest, which is driven by historically low interest rates and
aggressive lending, are influencing Flagstaff.
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As shown in Table 18, at the median home price of $380,000 in 2006, the monthly
mortgage payment is $2,800 assuming a 5 percent down payment, a 30 year mortgage
with a fixed 7.0 percent interest rate, insurance, PMI, and taxes. Using an affordability
standard of 35 percent of income to housing costs, this mortgage payment requires an
annual income of $96,000 compared to the median income of $45,000. This would be
equivalent to one person who earns $46 per hour, or two people earning $23.

Table 18

Wage and Income Required to Afford Median Home Price
Housing and Community Sustainability Nexus Study

Description Factors

Median Home Price in 2006
Morigage Amount 95%

Monthly Payment (30 years, 7.0%}
Insurance

PMI

Taxes

Monthly Housing Payment

Income Required 35%
Equivalent Wage

One Earner 2,080
Two Earners

$380,000
$361,000

$2,402
$70
$160

$170
$2,802

$96,000

$46.00
$23.00

Source: Economic & Planning Sysiems

H:\16821-Flagstalf Housing Nexus StudyiModals\i16851-Gap2008-10-11-07 XisTT-18-MadianPrice
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PEER COMMUNITIES

The median household income and median home price for Flagstaff in 2006 are
compared to several other mid-sized western cities and mountain communities. The
peer communities were selected based on size, geographic setting, and other
characteristics such as a mountain setting or the presence of a major university.

Missoula, Montana has the lowest priced housing with an average price of approximately
$205,000, as shown in Table 19. Missoula’s home price is 5.7 times household income.
The median home price in Phoenix is approximately $265,000 compared to a median
household income of $45,500, which is 5.8 times the median household income.

Flagstaff falls towards the lower end of the spectrum in terms of affordability and is
exceeded only by Durango, Colorado. The two communities are fairly good
comparisons, as both have serious affordability and workforce housing issues that are
compounded by an isolated geographic location, a mountain setting that attracts second
homebuyers, a college or university, water constraints, and a limited supply of
developable land in close proximity to jobs. In 2006, Flagstaff’'s median home price was
$380,000, which was 8.4 times the median household income. Durango had a median
home price of $395,000, which was 9.8 times household income.

Table 19
Peer Community Home Prices and Household Incomes in 2006
Housing and Community Sustainability Nexus Study

Median

Household Median Home Ratio: Home
Location income in 2006 ' Price in 2006 2 Price / Income
Missoula, MT $36,265 $205,000 57
Fort Collins, CO $53,642 $212,000 4.0
Phoenix, AZ $45,523 $264,900 58
Bozeman, MT $38,770 $268,500 8.9
Flagstaff, AZ $45,000 $380,000 8.4
Durango, CO $40,436 $395,000 9.8

' Median household income for all households
2 Includes all home types (single family and condo/townhome units)

Source: Claritas; Economic & Planning Systems
H1E891-Fiagstall Housing Nexus Study\Catai[16891-Cily Comps xis|Median ‘06
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POPULATION AND HOUSEHOLDS

The State of Arizona Department of Economic Security (DES) publishes municipal
population estimates each year. DES estimates population at the municipal level by
adding new housing construction to the existing housing unit count from the 2000
Census, and applying vacancy rates from the 2000 Census to the updated housing unit
counts. This method is known as the housing unit method (HUM), and is a common
method for estimating population. It is generally accurate in conventional metropolitan
housing markets without a significant second home or seasonal occupancy component.
In mountain communities and resort settings, this method can overestimate permanent
population if the base figures (in this case vacancy and second home estimates from the
2000 Census) are too low. DES population estimates were found to be generally accurate,
although the Census and DES allocations of permanent resident and second home
housing units underestimate second homes, as shown later in this chapter.

The most recent population estimate for Flagstaff from DES is 62,030, or 47 percent of the
County population of 130,270, as shown in Table 20. Approximately 56,720 people live
in unincorporated Coconino County, or 43 percent of the County total. This includes
approximately 20,000 people living within the Flagstaff Metropolitan Planning
Organization (FMPQO) boundary. This brings the total FMPO area population to
approximately 82,030.

Table 20
Population Trends, 1990-2006
Flagstaff Housing Nexus Study

Change 1990-2600 Change 2000-2008 Total
Place 1990 2000 2006 Total# Ann. % Total# Ann. % | Change
Flagstaff 45,857 52,894 62,030 7,037 1.4% 9,136 2.7% 16,173
Fredonia 1,207 1,036 1,120 -171 -1.5% 84 1.3% -87
Page 6,598 6,809 7,230 211 0.3% 421 1.0% 632
Williams 2,532 2,842 3,170 310 1.2% 328 1.8% 638
Remainder of County 40,397 52,739 56,720 12,342 2.7% 3.981 1.2% 16.323
Coconino County 96,591 116,320 130,270 19,729 1.9% 13,950 1.9% 33,679
State of Arizona 3,665,228 5,130,632 6,305,210 1,465,404 34% 1,174,578 3.5% | 2,639,982

Seurce: U.S. Census Bureau; AZ Dept. of Econ. Secwr.; Economic & Plarning Systems

H\8861-Flagstalf Housing Nexus Study\Models\18691-Dameg.xis)Pop Trends

Based on housing unit growth, DES estimates that Flagstaff’'s population has grown at
2.7 percent per year from 2000 to 2006, resulting in an addition of 9,136 residents. The
population growth trends suggest a shift in growth patterns over the last 15 years. From
1990 to 2000, the growth of 7,037 people in Flagstaff accounted for 35 percent of the
population increase in the County. From 2000 to 2006, DES estimates that 65 percent of
the County growth occurred in Flagstaff. ‘
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A household is defined as a group of people living together in one housing unit. DES
population estimates translate to approximately 22,641 permanent resident households
in Flagstaff in 2006. DES estimates that there are a total of 45,391 households in Coconino
County, as shown in Table 21.

Tabie 21
Household Trends, 1990-2006
Housing and Community Sustainability Nexus Study

Change 1990-2000 Change 2000-2006 Total
Place 1990 2000 2006 Total# Ann.% Total# Ann.# Ann.% | Change
Flagstaff 14,417 19,306 22,641 4,889 3.0% 3,335 556 2.1% 8,224
Fredonia 384 359 388 -25 -0.7% 29 5 1.3% 4
Page 2,041 2,342 2,487 301 1.4% 145 24 1.0% 446
Williams 946 1,057 1,179 111 1.1% 122 20 1.8% 233
Remainder of County 12,130 17,384 18,696 5,254 37% 1312 219 1.2% 6,566
Coconino County 29,918 40,448 45,391 10,530 31% 4,943 824 1.9% 15,473
State of Arizona 1,368,843 1,901,327 2,204,013 532,484 3.3% 302,686 50,448 2.5%} 835170

Note: 2006 Households caloulated using 2006 Population / Population per Househald from 2008 Gensus

Source; U.S, Census Bureau; AZ Dept, of Econ. Secur.; Economic & Planning Systems
HM &8 -Flagsal Housing Nexus StudyiModelst[16891-Demag. xislHH Trends

The average household size for the City of Flagstaff is 2.59 based on the U.S. Census
estimated for 2000 shown in Table 22. The household survey found an average
household size of 2.6, which compares closely with the Census figures.

Table 22
Average Household Size, Flagstaff
Housing and Community Sustainability Nexus Study

Survey Census

Descriptor 2007 2000
Owners 263 2.88
Renters 2.58 - 257
Overall 2.60 2.59

Source: U.S. Census; Economic & Planning Systems
H:\18291-Flagstaff Housing Nexus Study\Modeis)[18891-Demog xis|HH Size
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DEMOGRAPHIC CHARACTERISTICS
HOUSEHOLD COMPOSITION

Approximately half of the households in Flagstaff rent their home, as shown in Table 23
and the proportions of renters and owners has not changed significantly since 1990.
Flagstaff has a higher proportion of renters and a lower homeownership rate than the
State of Arizona and the U.S. average. However, this is common in cities with a major
university. For example, the City of Boulder, Colorado is 50.5 percent renters and 49.5
percent owners. The 2000 Census reported that 68 percent of homes in Arizona were
owner-occupied while 32 percent were rented. The U.S. average is 66 percent owners
and 34 percent renters.

Table 23
Tenure, 1980-2007
Housing and Community Sustainability Nexus Study

% of Households 1990 2000 2007’
Flagstaff
Owners 50% 48% 51%
Renters 50% 52% 49%
Total 100% 100% 100%
Arizona
Cwners 64% 68% -
Renters 36% 32% -—-
USA
Owners 64% 66% anm
Renters 36% 34% ——

1 2007 Flagstaff Household Survey
Source: U.S. Census, Fconomic & Planning Systems
+:118891-Flagsiaff Housing Nexus StudyWodelsy1689%-Demog xis]Tanure
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The most common household types in Flagstaff are couples with and without children.
As shown in Table 24, 35 percent of households are couples without children and

34 percent are couples with children. Householders (adults) living alone are the next
most common group at 17 percent. The survey reported unrelated roommates at

3 percent, compared to 11 percent in the 2000 Census, suggesting that this population
group was under represented in the survey.

Table 24
Household Type: Flagstaff, 2000 and 2007
Housing and Community Sustainability Nexus Study

Census Survey

Household Type 2000 2007
Householder living alone 22% 17%
Single parent w/ children 11% 5%
Couple, no children 26% 35%
Couple with children 24% 34%
Unrelated roommates 1% 3%
Immediate & extended family 6% 5%
Total 100% 100%

Source: U.S. Census; Economic & Planning Systems
H:\16891-Flagstaff Housing Nexus Study\ModelsY{ 16891-Detmog xIs]HH Comp.
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As shown in Figure 7, homeownership is most common among couples, suggesting that
most homeowners pool incomes and financial resources. Single parents, people living
alone, and unrelated roommates are most often renters.

Figure 7
Household Type by Tenure, 2007
Housing and Community Sustainability Nexus Study
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B Owners Renters
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HOUSEHOLD INCOME

The median household income in Flagstaff is $45,000 for 2006, as shown in Table 25.
The $45,000 figure represents the median for all household sizes. The standard HUD
income definitions are adjusted higher to reflect a family of four, and the HUD 2006
median family income for Flagstaff, more commonly known as the Area Median Income
(AMLI), is $54,200. Household income has grown at 3.5 to 3.9 percent per year since 1990.
Wages are the largest component of household income, and it was shown earlier that
they have also grown at less than 4.0 percent per year. There has been little real growth
in income or wages since 1990 as the rate of inflation (Consumer Price Index) was 2.8
percent per year from 1990 to 2006. This is consistent with statewide and national
economic trends.

Table 25 o R
Median and Average Household Income: Flagstaff, 1990-2006
Housing and Community Sustainability Nexus Study.

Ann. % Change

Description 1990 2000 2006 1990-2006
Average Household Income $32,188 $48,723 $59,350 3.9%
Median Household Income $26,113  $38,521 $45,000 3.5%
Per Capita Income $10,556  $17,139  $21,486 4.5%
Consumer Price Index 2.8%
HUD Median Income, Family of 4 $29,500 $45,500 $54,200 3.9%

Note; HUD defines median income based on a family of four. Alf other income figures represent all household
sizes.

Source; Claritas, Economic & Planning Systems
H:\16891-Flagstaff Hausing Nexus StudyMedels\{(168¢1-Demag.xis]HE_lncome
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The distribution of households by income range is shown in Table 26. Each income
range is shown in terms of its percentage of the AMI for Flagstaff for a 2.5 person
average household size. HUD publishes household income definitions by whole person
household size categories, and 2.5 represents the midpoint between a two and three
person household, and compares closely to the 2.59 average household size in Flagstaff.
The definition of median income is that half of the population has incomes higher than
this figure, and half have lower incomes.

HUD defines “low income” households as those earning between 50 and 80 percent of
AMI. “Very low income” households are those between 30 and 50 percent of AMI. The
population between 0 and 30 percent of AMI are typically elderly people living on fixed
incomes and people with special needs.

Table 26
Households by AMI Range: Flagstaff, 2006
Housing and Community Sustainability Nexus Study

Household Al Cumulative
AMI Income Range * Households Percent
0-30% $0-$13,825 9.6% 9.6%
30.1% - 60% $13,826 - $27,644 16.0% 25.6%
60.1% - 80% $27,645 - $36,850 11.5% 37.1%
80.1% - 100% $36,851 - $46,073 10.9% 48 1%
100.1 - 125% $46,074 - 57,591 9.4% 57.5%
125.1 to 150% $57,692 - $69,110 11.8% 69.3%
150.1 to 175% $69,111 - $80,628 6.4% 75.7%
Over 175% > $80,628 : 24.3% 100.0%
Total 100.0%

' Based on a 2.5 person household size. The HUD
Median income for a family of 4 is $54,200

Source: Economic & Planning Systems
H:A168591-Flagstaff Housing Nexus ¥ \[16851-AH_| XisiHH_AM

As shown, 10 percent of households are below 30 percent of AMI, and 16 percent are in
the low income groups between 30 and 60 percent of AMI. Approximately 25 percent of
Flagstaff households have incomes higher than $81,000 or 175 percent of AMI. The 80 to
150 percent of AMI range is a common income range targeted for entry-level ,
homeownership assistance programs in high cost mountain communities and is the
income range for the CLTP. This range contains 32 percent of households. There is little
state or federal funding available for housing programs above 80 percent AML
Therefore, local land use policies and funding are needed to address housing
affordability in high cost communities,
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COMMUTING PATTERNS

In the Employer Survey, employers were asked to estimate where their employees live.
As shown in Table 27, 81 percent of employees in Flagstaff businesses live within the
City limits. Another 13 percent live in Greater Flagstaff, which was defined as areas
such as Bellemont, Kachina Village, Doney Park, Fort Valley, and Mountainaire,
indicating a total of 94 percent of employees live in the Flagstaff and Greater Flagstaff
area.

Table 27
Place of Residence for Flagstaff Employees
Housing and Community Sustainability Nexus Study

Employee Place of Residence Responses
Flagstaff 81%
Greater Flagstaff (FMPC area) 13%
Winslow Area 1%
Camp Verde area 1%
Sedona area 0%
Williams area 1%
Other 3%
Total 100.0%

Source: Economic & Planning Systems
H:\16891-Fagstalf Housing Nexus Study\Mode|s\[16891-EmplSurvey.xlsiWhere live

48



Housing and Community Sustainability Nexus Study
Final Report
February 14, 2008

HOUSING TRENDS

In 2006, there were an estimated 25,120 housing units in the City of Flagstaff, as shown in
Table 28. The estimate begins with the 2000 Census housing unit inventory and adds
new construction building permits to estimate the total in 2006. From 1990 to 2000, the
City added 5,117 housing units, or an equivalent average of 512 per year. From 2000 to
2006, the pace of housing growth increased by about 20 percent, to 615 new housing
units per year, with 3,690 new homes added from 2000 to 2006. Based on DES
population and household estimates, construction has exceeded household growth by
approximately 10 percent. This indicates a combination of modest growth in second
homes and increased construction speculation.

Table 28
Housing Units: City of Flagstaff, 2000-2006
Housing and Community Sustainability Nexus Study

Change 1990-2000 _Change 2000-2006
Description 1990 2000 2006 Total # Ann. # Total# Ann.#

Housing Units 16,313 21,430 25120 5117 512 3,690 615

Source: Cily of Flagstaff, Economic & Planning Systems
H:\16891-Flagstaff Housing Nexus StudyModels\{10891-Demog. xis}0U_Total
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More recent residential construction is summarized in Table 29 from the City of Flagstaff
Development Services Division. The average annual housing unit growth from 1990 to
2000 was 512 units per year, and Flagstaff exceeded this average three times since 2000.
In 2003, 733 new homes were constructed followed by 632 in 2005 and 674 in 2006.

Table 29
Residential Construction by Unit Type: Flagstaff, 1999-2006
Housing and Community Sustainability Nexus Study

New Units Authorized by Building Permit Total

Units in Structure 1999 2000 2001 2002 2003 2004 2005 2006 | 1999-2006 Ann.#
Single Family

Single Family Detached 207 212 307 283 308 300 279 216 2,112 264

Single Family Attached 72 3 152 177 121 16 82 198 849 106

Duplex 8 10 4 16 24 4 8 4 16 10

Total 287 253 463 476 453 320 367 418 3,037 380
Multifamily

Three and Four i2 1] 4 15 28 6 3 0 68 9

Five or More 239 92 i6 ] 252 1} 262 256 1,123 140

Total 251 92 20 21 280 [ 265 256 1,191 149
Total Construction 538 345 483 497 733 326 632 674 4,228 529
Percent of Total

Single Family Detached 38.5% 614% 636% 56.9% 42.0% 920% 441% 32.0% 50.0%

Single Family Aftached 14.9% 11.9% 323% 38.8% 198% 6.1% 13.9% 30.0% 21.9%

Muitifamily 467% 267% 41% 42% 382% 18% 41.9% 38.0% 28.2%

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Source: City of Flagstaff, Economic & Planning Systems
H:MB891-Flagstalf Housing Mexus StudpMadele{16891-Demag wsjPermits

From 1999 to 2006, 50 percent of new construction was in single family detached units,
with 22 percent in single family attached units (townhomes and duplexes). The number
of townhome units built each year appears to be increasing steadily. In 1999, 72
townhome units were built, and there were four years with more than 100 new
townhomes built between 2001 and 2006, This likely reflects an increase in land costs for
new development, which often creates a need for higher density development both for
feasibility from the developer’s perspective and to keep prices closer to what the market
can support.

The remaining 28 percent of new construction from 1999 to 2006 was in multifamily
units (apartments and stacked condominiums).Stacked multifamily construction
continues to be a large part of housing construction in Flagstaff, with an average of 28
percent of new construction from 1999 to 2006 despite some years with very little
multifamily construction. From 2000 to 2006 there were 884 multifamily units built in
buildings with five or more units in a structure. There were also 233 low income
housing tax credit (LTHTC) projects built during this time period, or 26 percent of
multifamily construction.
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The recent apartment-to-condominium conversions are not reflected in these totals as
they are conversions of existing units, not net new construction. Approximately 900
apartment-to-condominium conversions have been completed, although there are
development applications for about 1,200 units.

As shown in Table 30, new construction in unincorporated Coconino County has very
different characteristics than Flagstaff. Housing construction in the unincorporated
County has occurred fairly consistently with approximately two-thirds being single
family detached and one-third manufactured housing. This is a reflection of the County
zoning that is predominately for single family homes on 1 to 2.5 acre lots with some
areas of smaller lots in the 6,000 to 18,000 square foot range (0.13 to 0.4 acres).

Table 30
Unincorporated Coconino County Housing Construction, 2000-2006
Housing and Community Sustainability Nexus Study

Total 2000-
Housing Unit Type 2000 20091 2002 2003 2004 2005 2006 2006 Ann.#
Total
Single Family Detached 307 360 371 395 847 341 355 2,976 425
Multi-Family 0 o 6 6 9 0 0 21 3
Manufactured 247 188 190 181 201 198 206 l4z1 203
Total 554 558 567 582 1,057 539 561 4,418 631
Percent of Total
Single Family Detached 55.4% 64.5% 654% 67.9% B80.1% 63.3% 63.3% 67.4%
Multi-Family 0.0% 0.0% 11% 10% 09% 00% 0.0% © 0.5%
Manufactured 446% 355% 33.5% 311% 19.0% 3B67% 3IB67% 32.2%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Unincorporated Total 345 483 497 733 326 632 674 -3,690 527

Source: Coconinoe Coundy; Economic & Planning Systems
H:\18881-Flagstafl Housing Nexus StudyWodels\{18891-Demog.xis]Cnty_Permits.
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SECOND HOME ESTIMATES

The U.5. Census counts housing units by use in each decennial census, including
classifying units as vacant or occupied. Vacant units are further separated into vacant
for sale or rent; under construction; and vacant for seasonal, recreational, or occasional
use. The vacant for seasonal and recreational use category represents second homes in
most cases. City staff has indicated that Census counts were not accurate for Flagstaff
and are therefore investigated in more detail here. According to the U.S. Census, second
homes were approximately 5 percent of total housing units in 1990 and 2000, as shown
in Table 31. An analysis of residential sales data presented later in this Chapter
indicates that non-local buyers account for approximately 30 percent of home sales
suggesting that the number of second homes is higher

Table 31 '
Housing Units by Vacancy Status: Flagstaff, 1990-2000
Housing and Community Sustainability Nexus Study

Housing Units __Percent of Total

Vacancy Status 1990 2000 1990 2000
For Rent 474 563 29% 26%
For Sale 103 195 06% 0.9%
Rent/Sold Not Occupied 218 68 1.3% 0.3%
Seasonal/Recreational 915 977 56% 46%
Migrant 0 0 00% 0.0%
Other 189 287 1.2% 1.3%
Total Vacant 1,896 2,090 1.6% 9.8%
Total Housing Units 16,313 21,430 100.0% 100.0%

Source: US Census; Economic & Planning Systems
H:116801-Flagstafl Housing Nexus StudyiModels\{16891-Demog.xis [CensusVacant

Other mountain and resort communities have suspected that the Census underestimates
second homes; therefore this source of counting error is not unique to Flagstaff. The
undercount comes from people filling out the Census form incorrectly, misrepresenting
their true residence for tax purposes or other reasons, and/or Census takers misjudging
the vacancy status of housing units.
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Residential property (parcel) ownership in the City from the Coconino County
Assessor’s office was analyzed to provide an estimate of the percentage of residential
property with an owner address outside of the Flagstaff area. Nearly 77 percent of